Community Development Financial Institutions Fund

one source, through different invest-
ment instruments, or under varying
terms and conditions, the Fund may
provide financial assistance in a man-
ner that represents the combined char-
acteristics of such instruments.

(c) An Awardee may meet all or part
of its matching requirements by com-
mitting available earnings retained
from its operations.

§1805.602 Severe constraints waiver.

(a) In the case of an Applicant with
severe constraints on available sources
of matching funds, the Fund, in its sole
discretion, may permit such Applicant
to comply with the matching require-
ments by:

(1) Reducing such requirements by up
to 50 percent; or

(2) Permitting an Applicant to pro-
vide matching funds in a form to be de-
termined at the discretion of the Fund,
if such an Applicant:

(i) Has total assets of
$100,000;

(ii) Serves an area that is not a Met-
ropolitan Area; and

(iii) Is not requesting more than
$25,000 in assistance.

(b) Not more than 25 percent of the
total funds available for obligation
under this part in any fiscal year may
be matched as described in paragraph
(a) of this section.

(c) An Applicant may request a ‘‘se-
vere constraints waiver’ as part of its
application for assistance. An Appli-
cant shall provide a narrative justifica-
tion for its request, indicating:

(1) The cause and extent of the con-
straints on raising matching funds;

(2) Efforts to date, results, and pro-
jections for raising matching funds;

(3) A description of the matching
funds expected to be raised; and

(4) Any additional information re-
quested by the Fund.

(d) The Fund will grant a ‘“‘severe
constraints waiver” only in excep-
tional circumstances when it has been
demonstrated, to the satisfaction of
the Fund, that an Investment Area(s)
or Targeted Population(s) would not be
adequately served without the waiver.
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§1805.603 Time
match.

Applicants may use monies that have
been obtained or legally committed for
up to one year prior to the publication
of a NOFA, or such earlier date or pe-
riod specified in the NOFA, for an ap-
plicable funding round to meet the
matching requirements. An Applicant
shall raise the balance of its matching
requirements within the period set
forth in the applicable NOFA.

raising

§1805.604 Retained earnings.

(@) An Applicant that proposes to
meet all or a portion of its matching
funds requirements as set forth in this
part by committing available earnings
retained from its operations pursuant
to §1805.601(c) shall be subject to the
restrictions described in this section.

(b)(1) In the case of a for-profit Appli-
cant, retained earnings that can be
used for matching funds purposes shall
consist of:

(i) The increase in retained earnings
(excluding the after-tax value to an Ap-
plicant of any grants and other do-
nated assets) that has occurred over
the Applicant’s most recent fiscal year
(e.g., retained earnings at the end of
fiscal year 1996 less retained earnings
at the end of fiscal year 1995); or

(ii) The annual average of such in-
creases that have occurred over the Ap-
plicant’s three most recent fiscal
years.

(2) Such retained earnings can be
used to match a request for an equity
investment. The terms and conditions
of financial assistance will be deter-
mined by the Fund.

(€)(1) In the case of a non-profit Ap-
plicant (other than an Insured Credit
Union), retained earnings that can be
used for matching funds purposes shall
consist of:

(i) The increase in an Applicant’s net
assets (excluding the amount of any
grants and value of other donated as-
sets) that has occurred over the Appli-
cant’s most recent fiscal year; or

(ii) The annual average of such in-
creases that has occurred over the Ap-
plicant’s three most recent fiscal
years.

(2) Such retained earnings can be
used to match a request for a capital
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§1805.700

grant. The terms and conditions of fi-
nancial assistance will be determined
by the Fund.

(d)(1) In the case of an Insured Credit
Union Applicant, retained earnings
that can be used for matching funds
purposes shall consist of:

(i) The increase in net capital that
has occurred over the Applicant’s most
recent fiscal year;

(ii) The annual average of such in-
creases that has occurred over the Ap-
plicant’s three most recent fiscal
years; or

(iii) The entire net capital that has
been accumulated since the inception
of the Applicant provided that the con-
ditions described in paragraph (d)(4) of
this section are satisfied.

(2) For the purpose of paragraph
(d)(4) of this section, net capital shall
be comprised of ‘‘Regular Reserves”,
“Other Reserves” (excluding reserves
specifically dedicated for losses), and
“Undivided Earnings’” as such terms
are used in the National Credit Union
Administration’s accounting manual.

(3) Such retained earnings can be
used to match a request for a capital
grant. The terms and conditions of fi-
nancial assistance will be determined
by the Fund.

(4) If the option described in para-
graph (d)(1)(iii) of this section is used:

(i) The Assistance Agreement shall
require that:

(A) An Awardee increase its member
and/or non-member shares by an
amount that is at least equal to four
times the amount of net capital that is
committed as matching funds;

(B) Such increase be achieved within
18 months of the last day of the month
prior to the month in which the Appli-
cant is selected to receive assistance;
and

(C) Such increase be maintained for
the period of time covered by the Com-
prehensive Business Plan;

(i) The Applicant’s Comprehensive
Business Plan shall discuss its strategy
for raising the required shares and the
activities associated with such in-
creased shares; (iii) The level from
which the increases in shares described
in paragraph (d)(4)(i) of this section
will be measured shall be the greater of
the level of shares as of:
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(A) The end of the calendar year im-
mediately preceding the applicable ap-
plication deadline; or

(B) The last day of the month prior
to the month in which an Applicant is
selected to receive assistance; and

(iv) Financial assistance shall be dis-
bursed by the Fund only as the amount
of increased shares described in para-
graph (d)(4)(i)(A) of this section is
achieved.

(5) The Fund will allow an Applicant
to utilize the option described in para-
graph (d)(2)(iii) for matching funds
only if it determines, in its sole discre-
tion, that the Applicant will have a
high probability of success in increas-
ing its shares to the specified amounts.

(e) An Applicant may only use re-
tained earnings to meet the matching
funds requirements if it has liquidity
(as determined by the Fund) in
amounts that are equal to or greater
than the amount of retained earnings
that is proposed for use as matching
funds. In assessing an Applicant’s li-
quidity for the purposes of this para-
graph (e), the Fund may exclude any
amounts that it determines are not
available to promote an Awardee’s per-
formance goals and the purposes of the
CDFI Program.

(f) Retained earnings accumulated
after the end of the Applicant’s most
recent fiscal year ending prior to the
appropriate application deadline may
not be used as matching funds.

Subpart G—Applications for
Assistance

§1805.700 Notice of Funds Availability.

Each Applicant shall submit an ap-
plication for financial or technical as-
sistance under this part in accordance
with these regulations and the applica-
ble NOFA published in the FEDERAL
REGISTER. The NOFA will advise poten-
tial Applicants on how to obtain an ap-
plication packet and will establish
deadlines and other requirements. The
NOFA may specify any limitations,
special rules, procedures, and restric-
tions for a particular funding round.
After receipt of an application, the
Fund may request clarifying or tech-
nical information on the materials sub-
mitted as part of such application.
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